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SUBJ RUMOR COMMENTS ON STATE OF THE ITALIAN ECONOMY 
REF: ROME 6833 

1. /SUMMARY/. IN RECENT MEETINGS BETWEEN GOI AND LABOR 

UNION REPSREFTEL, PRIME MINISTER RUMOR REVIEWED SERIOUS ECONOMIC 
DIFFICULTIES FACING COUNTRY. RUMOR COMMENTS REPRESENT FIRST TIME 
IN RECENT MEMORY THAT RANKING GOI OFFICIAL HAS BEEN WILLING TO 
"BITE THE BULLET" IN FRANKLY PRESENTING FOR PUBLIC CONSUMPTION 
GRAVITY OF ECONOMIC SITUATION AND ITS POSSIBLE EFFECTS ON GENERAL 
PUBLIC. /END SUMMARY/. 

2. RUMOR EXPRESSED SATISFACTION AT RATE OF GROWTH IN 
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PRODUCTION BUT UNDERSCORED CONTINUING SERIOUS BALANCE OF PAYMENTS 
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PROBLEM HE SAID THAT ECONOMY WAS INCREASINGLY AT MERCY OF INFLA- 
TIONARY EFFECTS OF RISING WORLD COMMODITY PRICES WHICH ARE 
ALSO AFFECTING COMPETITIVENESS OF ITALIAN INDUSTRY. RESULT 
IS THAT FUNCTIONING OF ITALIAN ECONOMY IS INCREASINGLY DEPENDENT 
UPON FOREIGN CREDITS TO BRIDGE GROWING GAP BETWEEN IMPORTS AND 
EXPORTS. RE PROBLEM OF CONTAINING INFLATION, RUMOR REFERRED 
TO GOI POLICIES DESIGNED TO RESTRICT DOMESTIC LIQUIDITY AND 
ADMITTED THAT RECENTLY-ADEPOTED PRIOR IMPORT DEPOSIT SYSTEM 
IS ALSO DESIGNED TO REDUCE GROWTH IN IMPORTS IN EFFORT TO REDRESS 
BALANCE OF PAYMENTS. RUMOR EMPHASIZED THAT LATTER MEASURE 
IS TEMPORARY AND CONDITIONED BY ITALY’S RELATIONSHIPS WITH EC. 

3. RUMOR CITED FOLLOWING CONSEQUENCES OF PRESENT DIFFICULT 
ECONOMIC SITUATION FACING ITALY: (A) RISING PRIVATE CONSUMER 
DEMAND IS AT VARIENCE WITH BASIC GOI POLICY OF EXPANDING SOCIAL 
INVEST- 
MENTS AND ADOPTING BASIC REFORM MEASURES. IN ADDITION, STRONG 
DOMESTIC DEMAND IS EXACERBATING PROBLEM OF IFLATION, WITH 
CONSEQUENTIAL DECLINE IN PURCHASING POWER OF LIRA AND NEGATIVE 
IMPACT ON REAL WAGES AND SALARIES; (B) INABILITY TO EXPAND 
EXPORTS SUFFICIENTLY TO COMPENSATE FOR RISING IMPORTS POSES 
PROBLEMS WHICH THREATEN EXISTING TRADE PATTERNS; (C) CRISIS 
REGARDING ITALY'S CREDIBILITY AND CREDITWORTHINESS IN FINANCIAL 
AND ECONOMIC RELATIONS WITH EC AND OTHER WORLD TRADING PARTNERS 
IS SERIOUS PROBLEM WHICH SHOULD NOT BE UNDERESTIMATED; (D) 

GOI REQUESTS FOR FOREIGN FINANCIAL ASSISTANCE IMPOSE OBLIGATIONS 
ON GOI TO REMEDY ITALY'S ECONOMIC ILLS. UNCLESS GOI ADPOTS 
BOLD MEASURES TO SOLVE ECONOMIC ILLS. UNLESS GOI ADOPTS 
BOLD MEASURES TO SOLVE ECONOMIC PROBLEMS AND FOSTER RETURN OF 
CONFIDENCE IN THE LIRA, REAL DANGER EXISTS THAT FOREIGN CREDIT 
SOURCES WILL DRY UP WITH RESULTANT NEGATIVE IMPACT ON DOMESTIC 
INDUSTRY CONSEQUENCE OF INABILITY OF GOI TO OBTAIN FOREIGN 
CREDITS WOULD BE RUINOUS ECONOMIC RECESSION WITH DECLINES IN 
EMPLOYMENT AND PRODUCTION AND ECONOMIC "ISOLATION" OF ITALY 
FROM WORLD ECONOMY. 

4. RUMOR CALLED UPON JOINT GOVERNMENT-LABOR EFFORTS TO BREAK 
VICIOUS ECONOMIC CYCLE WHICH COULD LEAD TO ECONONOMIC 
DISASTER AND PLEDGED THAT GOI WOULD TO ITS PART TO PUT COUNTRY 
BACK ON READ TO ECONOMIC PROGRESS. SAID THAT GOI IS WILLING TO 
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DISCUSS ECONOMIC ISSUES WITH LABOR UNIONS BUT LATTER SHOULD 
BEAR IN MIND SERIOUS ECONOMIC PROBLEMS FACING COUNTRY. HE 
EMPHASIZED NEED TO MAINTAIN PRODUCTION AND EMPLOYMENT LEVELS, 
AND TO DEFEND WAGES AND SALARIES FROM EROSION FROM INFLATION. 
RUMOR CONCLUDED COMMENTS IN CALL FOR ITALIANS TO PRODUCE MORE, 
TO CONSUME LASS, AND TO INCEASE PRODUCTIVE INVESTMENTS WHILE 
REDUCING EXPENDITURES IN AREAS WHICH DO NOT CONTRIBUTE TO 
EQUILIBRIUM OF ECONOMY. INITIAL REACTION OF UNIONS (REFTEL) 
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WAS SURPRISINGLY MODERATE. (TEXT OF RUMOR TALK BEING POUCHED 
SEPARATELY.)VOLPE 
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